
www.agro-ecological.com 
1 

 

Agro-Ecological  
Investment Management 

 
 
 
 
 
 
 
 

SECURITY AND PERFORMANCE: 

NEW ZEALAND FARMLAND INVESTMENT 

 
 

   

 

 

New Zealand (NZ) offers unique advantages, highly relevant to the global challenges presented by 
climate change and decreasing resource availability (e.g. oil, water) which, when combined with the 
efficiency of its agriculture sector, make  farmland in NZ an attractive, secure and  sound long-term 
(multi-generational) investment proposition. 

In the last 25 years New Zealand agriculture has moved from being a heavily subsidised industry to 
one of the most market driven (subsidy free), deregulated, efficient and productive agriculture 
sectors in the world. In addition to its strength of geographical, climatic and farming system 
diversity, NZ has been identified as one of the countries with the least negative forecast impacts 
from global climate change.  

New Zealand is perfectly suited to the establishment of secure, actively managed (enabling superior 
value capture), organic/ecological farmland portfolios that deliver a sound inflation hedge, low 
correlation with equities and steady long-term growth. 
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Critical Factors 

NZ is a major global food exporter; notably dairy, 
meat (lamb, beef, venison) and horticultural 
products to markets such as Europe, Asia, Middle 
East and North America.  

 

 

 

 

 

 

NZ represents 33-35% of total global cross border 
traded dairy products. 

Agricultural production represents over 50% of NZ 
exports and is one of the two biggest industries. 

Totally export focused as the domestic market is 
very small (pop. 4 million), with 95% of production 
exported. 

Counter seasonal to Northern Hemisphere, i.e. NZ 
supplies into the North when the equivalent 
products are not available locally, this includes 
seed, e.g. clover, carrot etc. as well as food. 

Politically stable and low risk unlike some other 
farmland investment destinations. 

Outstanding and extensive agriculturally relevant 
infrastructure. 

NZ land law is totally transparent with an 
enforceable land title system which is in direct 
contrast to some other farmland markets being 
invested in. 

NZ as a whole offers minimal security risk. 

Globally NZ ranks second ŦƻǊ Ψ9ŀǎŜ ƻŦ 5ƻƛƴƎ 
.ǳǎƛƴŜǎǎΩ ŀƴŘ first for Protecting Investors (World 
Bank Group), first in the Corruption Perception 
Index (Transparency International) and fifth for 
Property Rights Protection (IPRI). 

A market driven (subsidy free), efficient and 
productive agriculture industry.  

NZ offŜǊǎ ΨǊŜŀŘȅƳŀŘŜΩΣ ǳƴŘŜǊǎǳǇǇƭƛŜŘΣ ǇǊŜƳƛǳƳ 
paying, organic market supply opportunities. 

NZ has a remarkable diversity of climates/farming 
enterprises, within a relatively small geographical 
area.  

NZ provides 75% of total global cross border 
traded lamb. 

Protein production (dairy & meat) from pasture 
alone, i.e. no exposure to the (rising) cost of 
cereals as feed.  

Geography - Well placed to supply into the 
growing markets of Asia and ǘƘŜ ǿƻǊƭŘΩǎ ƭŀǊƎŜǎǘ 
organic market, North America.  

Water - Excellent access through reliable rainfall 
and/or irrigation. 

Key Strengths 

New ZealandΩs key production strengths are: 
ς diversity of enterprise; 
ς climatically advantaged (including water); and 
ς pastoral production. 

New Zealand delivers a wide diversity of 
agricultural production systems as a result of 
versatile soils and a remarkable diversity of climate 
όΨŀ ŎƻƴǘƛƴŜƴǘ ƛƴ ŀƴ LǎƭŀƴŘΩύ and all within a 
relatively small geographical area:  
ς perennial ς apples, kiwifruit, citrus, 

avocadoes, cherries, olives, blueberries, 
blackcurrants, chestnuts, hazelnuts, almonds, 
wine grapes etc.; 

ς cropping ς cereals, vegetables, seed, and 
medicinal; 

ς meat ς beef, sheep, deer etc.; and  

ς dairy. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Water - a limited resource under increasing 
pressure around the world but an asset in which 

Total Agricultural Exports 
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NZ is remarkably well off, particularly when 
compared with other large agricultural exporters. 

NZΩǎ ŎƭƛƳŀǘŜ delivers: 

ς regular, consistent and reliable pattern of  

rainfall; with  

ς the availability of advanced irrigation 

technology where relevant; 

ς sunshine; 

ς warmth; 

ς a lack of temperature extremes; and  

ς livestock grazing outside 12 months of the 

year. 

bŜǿ ½ŜŀƭŀƴŘΩǎ geographical position and climate 
makes it ideally suited for pasture production, to 
ǘƘŜ ŜȄǘŜƴǘ ǘƘŀǘ ƛǘ Ƙŀǎ ōŜŜƴ ŘŜǎŎǊƛōŜŘ ŀǎ ŀ ΨƎǊŀǎǎ 
ŦŀŎǘƻǊȅΩΦ ¢Ƙƛǎ ability to grow grass for feeding to 
ruminants has driven its ability to compete 
globally.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

This means protein production (e.g beef, lamb, 
venison and dairy etc.) from grass alone with no 
requirement for expensive and energy hungry 
cereal based feeding, and as a result a much 
smaller ecological foot print. 

 In NZ, Agro-Ecological will produce 1 pound 
of organic meat from 0 pounds of grain. 

This strength is further enhanced by organic 
ǇǊƻŘǳŎǘƛƻƴΩǎ ƴƻƴ-use of Nitrogenous fertiliser. (See 

Climate Change and Investment in Ecological Agriculture) 

In the face of increasing cereal and 
chemical/fertiliser input prices, high quality 

ecological pastoral farming will be increasingly 
competitively advantaged.  

Asset Allocation 

A model portfolio includes 3 distinct geographical 

regions and 3 farming systems. 

 

 

 

 

 

 

A model portfolio for NZ by enterprise is 

comprised of 70% diary, 15% beef/sheep, and 15% 

mixed cropping. 

By geography the portfolio has three broad regions 

made up of 30% West of the ranges North Island, 

40% East of the ranges North Island and 30% South 

Island.  

In a conservative base case scenario, the 

composition provides for a solid current cash yield, 

minimising reliance on residual beta to make 

returns, with the potential for significantly 

increased yield through superior organic 

management.  

 

 

 

 

 

 

The enterprise mix produces a stable current yield 

through market cycles with the potential for 

material capital appreciation. This profile provides 

an attractive platform for exit (via public or private 

markets).  

An actively managed organic farmland portfolio in 

NZ provides investors with a genuine SRI option, 

steady long-term growth, low correlation with 

equities, a sound inflation hedge and tangible 

security with yield. 

Asset Allocation by Enterprise 

Asset Allocation by Geography 

http://www.agro-ecological.com/research-papers/security-and-performance-2.pdf


www.agro-ecological.com 
4 

 

Dairy  

NZ produces around 2% of total world milk 
production with 95% exported, which makes New 
½ŜŀƭŀƴŘ ǘƘŜ ǿƻǊƭŘΩǎ ƭŀǊƎŜǎǘ ŜȄǇƻǊǘŜǊ ƻŦ ŘŀƛǊȅ 
products, representing 33-35% of all cross-border 
traded dairy products.  

Dairy exports represented around $NZ10 billion in 

2008 and nearly 25% of total NZ exports. 

New Zealand - The Saudi Arabia of Milk 
Wall Street Journal 

Fonterra, the NZ dairy processing company/co-op, 
ƛǎ ǘƘŜ ǿƻǊƭŘΩǎ ƭŀǊƎŜǎǘ ŘŀƛǊȅ ŜȄǇƻǊǘŜǊΤ ǿƛǘƘ ƛǘ 
accounting for in the region of 40% of global cross 
border trade. 

The organic dairy market is exceptionally strong in 
both North America and Asia/Australasia. 

The supply of organic dairy product into North 
America by Fonterra has increased by nearly 350% 
in two years. Asia is an even bigger market for 
Fonterra than North America and this growth is 
material and on-going. 

Dairy is the fastest-growing category in the 
international organic market, which in turn is the 
fastest growing market in the food sector. Dairy is 
therefore the outperformer within the 
outperformer. 

A price premium is paid once fully organic of 
NZ$1.05/kgms (kilograms of milk solids) and 
NZ$0.45/kgms while in conversion.  The current 
payout forecast for this season is NZ$7.00/kgms 
(as at October 2011). The base payout plus 
dividends for last season was $7.90/kgms, the 
highest ever payout. 

A six year contract is offered to organic suppliers in 
the major dairy producing region of the North 
Island; three years in conversion and three years 
fully organic.  

Organic systems are able to achieve the same or 
similar levels of milk solid production as 
conventional but with significantly lower costs, 
and with the potential for achieving a price 
premium. 

Put simply, an organic dairy farm can 
produce the same or similar yield with lower 

costs and higher prices received. 

Pastoral based organic dairy production is doubly 
favoured by low exposure to the increasing cost of 
cereal based feed and of chemical/fertiliser (fossil 
fuel based) inputs.  

ς 11,618 dairy herds (2008/09) and 4.25 million 
dairy cows and heifers in milk. 

ς Average herd size is between 358-366 cows. 

ς ²ƻǊƭŘΩǎ ƭŀǊƎŜǎǘ ōǳǘǘŜǊ ŜȄǇƻǊǘŜǊ - about 44% 
of all traded butter. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

ς NZ is also an important exporter of skim and 
whole milk powders, contributing around 27% 
and 38% respectively of world trade.  

ς Average annual number of dairy farms sold 
amounts to between 600 - 900 p.a. 

ς Organic dairy farms in top 5% of national 
production and top 3% of profitability. 

ς Dairy land appreciates on average 8%-12% 
pa

1,2
. 

ς Dairy land has had very low volatility over the 
last 5 years at less than 5.5% 

2
. 

ς Targeted income returns from organic dairying 
are in the region of 6-10% p.a.  

1. Based on regional specialists and local agent information. 
2. tǊƻŦŜǎǎƻǊ /ƘǊƛǎ 9ǾŜǎ Ψ5ŜǾŜƭƻǇƛƴƎ ŀ ǊǳǊŀƭ ƭŀƴŘ ƛƴǾŜǎǘƳŜƴǘ 

ǇŜǊŦƻǊƳŀƴŎŜ ƛƴŘŜȄ ŦƻǊ bŜǿ ½ŜŀƭŀƴŘΩΦ 
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Beef/Sheep Farmland  

These organic systems are capable of generating 
at, or close to, conventional production levels with 
significantly lower costs and higher prices 
received.  

Underrated assets with significant and 
developing scope for enterprise 

diversification and enhanced income flow. 

These assets have an ability to go beyond their 
standard beef/sheep format and to generate 
additional income streams through the inclusion of 
new farming enterprises, e.g. trees (nuts, fuel, 
feed, timber) in plantation or silvopastoral form. 
There is also income potential from new 
environmental markets as a result of the 
significant carbon sequestration and biodiversity 
strengths offered by these assets.  

In addition the combination of landscape and 
organic production open up scope for eco-tourism. 

There is good counter seasonal and premium 
paying demand for organic lamb, particularly into 
Europe and for beef into Asia and North America. 

The organic sector also offers developing markets 
for organic wool in textiles, clothing, baby 
wear/bedding and for merino wool (ultra fine) in 
premium clothing. 

 

 

 

 

 

 

 

These farmland assets play a critical role within the 
overall portfolio by supporting the dairy platform, 
i.e. dairy farms. In an organic farmland portfolio 
with dairy assets, a beef/sheep support unit is a 
necessity from a risk management point of view 
and also to ensure the organic dairy system 
achieves its productive potential. 

Agro-Ecological would expect to achieve at or 
around 100% of conventional yields in livestock 
enterprises. 

Organic beef/sheep enterprises can achieve a 

20%+ reduction in expenses per stock unit 

and a 20% increase in income. 

Mixed Cropping 

The demand for a range of organic crops remains 
extremely robust and in many cases materially 
undersupplied.  

A broad diversity of cropping (cereals, seed, 
vegetables, medicinal) and livestock (sheep, cattle, 
dairy etc.) enterprises generates good agronomic 
and financial risk profiles.   

 

 

 

 

 

 

 

 

 

 

Specialist crops which are highly demanding in 
terms of technical ability and knowledge, provide 
the scope for enhanced returns to be generated.  

Attractive organic price premiums are available for 
livestock, seed, vegetables, cereals and medicinal 
crops.  

Dairy production works extremely well within a 
mixed cropping farm, both agronomically and 
economically. 

Mixed cropping farmland delivers versatile soils, 
significant enterprise diversity, and robust, 
consistent returns, over the long term. 

From an investment perspective mixed 
cropping farmland offers a remarkable 
combination of low asset price volatility 
and low operational risk, combined with 
consistent annual yield and steady long 

term growth 

ς The long term average for arable land 
appreciation is 8%-12.5% 

1,2
.  

ς Arable land has low asset price volatility at 
less than 7% over the last 5 years 

2
. 

ς The targeted income returns from annual 
mixed cropping production are in the region 
of 3-5%. 

1. Based on regional specialists and local agent information. 
2. tǊƻŦŜǎǎƻǊ /ƘǊƛǎ 9ǾŜǎ Ψ5ŜǾŜƭƻǇƛƴƎ ŀ ǊǳǊŀƭ ƭŀƴŘ ƛƴǾŜǎǘƳŜƴǘ 

ǇŜǊŦƻǊƳŀƴŎŜ ƛƴŘŜȄ ŦƻǊ bŜǿ ½ŜŀƭŀƴŘΩΦ 
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Perennial Crops  

Perennial crops have the ability to generate 
excellent double figure annual income returns 
from organic premium generating crops such as 
apples and kiwifruit.  

Organic production achieves material out-
performance over conventional orchard systems in 
terms of global climate change factors, such as 
production resilience and carbon sequestration.  

Carbon Comparison 
Organic Orchard Outperformance 

Organic apple production achieves approximately 
90-95% of conventional production with lower 
costs, and with a significant price premium.  

 

 

 

 

 

 
New Zealand supplies apples into Asia, North 
!ƳŜǊƛŎŀ ŀƴŘ 9ǳǊƻǇŜ ŀǎ ƻƴŜ ƻŦ ǘƘŜ ǿƻǊƭŘΩǎ ƳŀƧƻǊ 
exporters. 

Other perennial crops such as kiwifruit (green and 
gold) also have strong, established organic markets 
and income driven performance figures. 

Prior to the breakout of the Psa virus the official 
data suggested that organic production generated 
net per hectare returns approximately 400% 
greater than conventional (see below). 

 

 
 
 
 
 
 
 
 
 
 
 
 
OGR ς Orchard Gate Return  
OOC ς On-Orchard Cost  
Source: Zespri NZ 

Gold kiwifruit in particular have been experiencing 
very strong demand out of Asia, notably China. 

The long-term average for land appreciation is 8%-
10% p.a. 

1,2
 

Income returns from organic apples (once fully 
certified) can achieve in the region of 15%+ p.a. 

and have averaged well above this over the last 10 
years. 

The kiwifruit industry is currently suffering as a 
result of the Psa virus which is resulting in 
orchards being ripped out, low producer 
confidence, and redundancies throughout the 
sector. It is therefore an enterprise we are 
watching extremely closely. In the spirit of the 
ΨǿƘŜƴ ǘƘŜǊŜ ƛǎ ōƭƻƻŘ ƻƴ ǘƘŜ ǎǘǊŜŜǘǎ ƛǘ ƛǎ ŀ ƎƻƻŘ 
ƛƴǾŜǎǘƳŜƴǘ ƻǇǇƻǊǘǳƴƛǘȅΩ ƳŀƴǘǊŀ ǿŜ ōŜƭƛŜǾŜ ǘƘƛǎ 
sector will at some point provide an attractive 
investment window, hence our close watch on 
developments. We have seen this kind of scenario 
before. 

1. Based on regional specialists and local agent information. 
2. PǊƻŦŜǎǎƻǊ /ƘǊƛǎ 9ǾŜǎ Ψ5ŜǾŜƭƻǇƛƴƎ ŀ ǊǳǊŀƭ ƭŀƴŘ ƛƴǾŜǎǘƳŜƴǘ 

ǇŜǊŦƻǊƳŀƴŎŜ ƛƴŘŜȄ ŦƻǊ bŜǿ ½ŜŀƭŀƴŘΩΦ 

Farmland Value 

The price of land varies quite dramatically from 

that for high value perennial crops such as golden 

kiwifruit (pre Psa virus) through to steep hill 

country (livestock grazing, trees). It is entirely 

ƛǊǊŜƭŜǾŀƴǘ ǘƻ ǊŜŦŜǊ ǘƻ ΨǘƘŜ ǇǊƛŎŜ ƻŦ ƭŀƴŘ ƛƴ b½Ω ǿƘŜƴ 

it is the price of land for a particular enterprise 

that is relevant for investment purposes. Even 

within enterprise classes prices will vary according 

to region, access to key infrastructure, soils, micro 

climate and production history etc. 

The appropriate way to consider land value, rather 

than on price alone, is to focus on a particular 

enterprise and where else globally that enterprise 

can (or could) be carried out to the same level of 

productive performance and competitiveness. It is 

necessary to consider what the development costs 

are to achieve that level of competitiveness if it 

does not exist. Underneath that level of analysis 

other key aspects that make up the decision matrix 

for farmland investment can be evaluated and 

considered. 

NZ is a stable, secure and low risk investment 

environment. If you evaluate according to 

fundamental criteria such as land law system, 

infrastructure (roads, transport, storage, 

machinery support, research organisations, etc.), 

educated management, competent & motivated 

workforce, absence of corruption/organised crime, 

climate, water and political stability, then NZ over 

achieves and represents excellence of both 

performance and value. 

http://www.agro-ecological.com/papers/comparison-of-an-organic-and-integrated-apple-orchard-in-hawkes-bay.pdf
http://www.stuff.co.nz/national/farming/2406667/Researcher-measures-organic-orchard-sustainability
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New Zealand Farmland Information 

 
 
 
 
 
 
 
 
 
 
 
 
  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Contact 

Agro-Ecological Investment Management Ltd, 
42 Brook Street, London, W1K 5DB 

Geoff Burke 
Managing Director 
+44 (0)20 7183 8981 
farmland@agro-ecological.com 
www.agro-ecological.com 
 
 
This report is not directed to, or intended for distribution to, or use by any person or entity who is a citizen or resident of, or located in any locality, 
state, country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation or which would 
subject Agro-Ecological to any registration or licensing requirement within such jurisdiction.  
The information provided is not intended to be, nor should it be construed as investment, legal or tax advice. Agro-Ecological makes no 
undertakings regarding the information and does not accept any liability arising out of the use of, or reliance on the information. The information is 
subject to change and, although based upon information that Agro-Ecological considers reliable, is not guaranteed as to accuracy or completeness. 
All material presented in this report, unless specifically indicated otherwise, is under copyright to Agro-Ecological. None of the material, nor its 
content, nor any copy of it, may be altered in any way, transmitted to, copied or distributed to any other party, without the prior express written 
permission of Agro-Ecological. Agro-Ecological accepts no liability for loss arising from the use of the material presented in this information.  

Types of Farms ς 46% mainly 
sheep/beef, 18% mainly dairy, 17% 
horticulture & orchards, 3% cropping, 
1% mixed livestock, 15% other. 

   

Area ς 26.8 
million 
hectares 

Situation ς The main islands are located between latitudes 34 
- 47S and from 166 - 179E longitude. 

Distance ς Approximately 1600km north 
to south and 450km at its widest point. 

Topography ς North Island 11.5 million ha, 
Mountainous area is one-tenth of the total. 
South Island 15.0 million ha, Mountainous 
area is over half of total. 

Area of Farming Land, in millions of hectares ς 
11.0 in grassland, lucerne, tussock or 
danthonia, 1.7 in plantations, 0.1 in 
horticulture, 1.9 other land or holdings. 

 

 

  

Source: Compendium of New Zealand Farm Facts, Meat &Wool NZ 

http://www.agro-ecological.com/

